69. Global Strategy v Localisation

1. Delete as necessary:

McDonald’s and Starbucks, the same wherever you go. Both are examples of firms pursuing a global strategy - competition on a global basis, selling broadly  different / identical  products in each country, with materials sourced / merged from global locations where the greatest competitive advantage can be achieved. In both cases there is also a high degree of  centralized / decentralised  control. In contrast, a localised strategy involves selling products globally, but  mass produced / tailored  to the needs of individual countries. Materials that are often locally sourced and decision making is decentralised.

2. Two for One - Give two benefits and one disadvantage:

2.1 For a firm pursuing a localised strategy:

Benefit - _____________________________________________________________________________
Benefit - _____________________________________________________________________________

Disadvantage - ________________________________________________________________________

2.2 For a firm pursuing a standardised global strategy:

Benefit - _____________________________________________________________________________
Benefit - _____________________________________________________________________________
Disadvantage - ________________________________________________________________________

3. Decision Drivers - Arrange the following terms under the correct headings; mark a G if the term is MORE likely to drive a global strategy, an E for either and an L for a localised strategy (an example is given):
Homogenous product


 

Cheap global shipping


Internet access
 

Complex/unique technical standards regulations

Suitable global distribution networks
Level of English
Economies of scale 





Free trade policies




	Cost Drivers
	Market Drivers
	Government Drivers
	Technology Drivers

	
	
	
	
	
	
	Local manufacturing capacity/expertise
	L

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


4. Data Response.
The phenomenal success of the iPod has resulted in Apple commanding over 70% of the global MP3 player market. Designed in the US, manufactured mainly in China (though parts are sourced globally), iPods in all of their various forms are sold the world over.  Wherever you go the product, the stores and the marketing are the same – simple, clean and innovative.

Yet the culture at Apple is very different to that of most innovative companies.  Centralised management systems retain control over every detail of product development; staff are given very little autonomy. The culture is one of secrecy and mystery (different departments have no idea what others are working on).

4.1 Is Apple operating a global or localised strategy? _______________________________________________
4.2 Suggest one reason why Apple may be pursuing this strategy
______________________________________________________________________________________
______________________________________________________________________________________

4.3 Suggest possible reasons for Apple’s culture. __________________________________________________
______________________________________________________________________________________
______________________________________________________________________________________

69. ANSWERS : Global Strategy v Localisation
1. identical…sourced…centralised…tailored

2.1 For a firm pursuing a localised strategy:

Benefit – Products targeted to local market, avoiding cultural, legal difficulties etc.
Benefit – Quality or brand image issues can be contained to one, localised market.

Disadvantage – Less opportunity to benefit from economies of scale; costs may be higher.

2.2 For a firm pursuing a standardised global strategy:

Benefit – Able to benefit from purchasing and marketing economies of scale.
Benefit – Products can be developed and brought to market swiftly (common, central design strategy).

Disadvantage - Quality or brand issues can affect global sales (for example, the negative publicity that VW faced after the US regulator uncovered cheating on vehicle emissions tests).

3.

	Cost Drivers
	Market Drivers
	Government Drivers
	Technology Drivers

	Transportation costs
	G
	Homogenous product
	G
	Complex/unique technical standards regulations
	L
	Local manufacturing capacity/expertise
	L

	Economies of scale
	G
	Level of English
	G
	Free trade policies
	B
	Internet access
	B

	
	
	Suitable global distribution networks
	B
	
	
	
	


4.1 Global strategy.

4.2 To benefit from economies of scale; to retain close control of intellectual property; universal appeal of Apple products.

4.3 When operating on such a global scale the risk of information leaks or industrial espionage are huge – Apple may be seeking to protect itself.  Apple needs centralised control to ensure consistency of delivery and quality across its many and varied markets. Culture may be being determined by a leader who wishes to retain close control.
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